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Better Finenciel Administration Through Reports e

Much has been said about cost-based budgeting in the Organization and the
commitment to prepare one for }Hscalkféar 1962. Up to now, less emphasis hes
been placed on another and equelly importent requirement of Public Law 863 which
i%}"For purposes of administration and operation, such cost-based budgets shail
e used by all depsrtments and establishments end thelr subordinate units.”

To implement these requirements the Organization plans to have the operating
budgets for)#iscal‘year 1960 submitted on & cost basis. If we are to follow
through end test the effectiveness of our cost system in serving the "purposes
of administretion and operation", we must have a reporting system that furnishes
mansgement-type information. Since top mansgement spends most of its Time in
considering the future, our historical cost data are of value primarily in thzb
#hsywproviq£%§nsight into the future. The gpst-ggnter Report currently issued
by the Comptroller is being developed to provide such information. This report
is designed to serve two requirements of coperating mansgement:

1. A device whereby actusl operating costs can be compared with
planned costs, and
2. Furnieh_financial deta thet will assist operating gfficials in
meking decisions concerning the future use of resources.
With such information, menegement is in a better position to control operations

and the use Of allocated resources. Let us review the current report and see

if it serves these mensgement requirements. The report format is as follows:

Obligations Fund Project]
Cost Funds | Property| Total Expendi~- Total Admin.
Center tures Limitation
(1) (2) 3) (%) (5) (6) o
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The columms of the report furnish the following informstion:

(1) Cdst Center - The first line gives the name of the unit
(orgenizational, project, activity) selected for the purpose of
accumulating costs that can be identified with a single management
responsibility. The second line gives the cost center or account
number used for ildentification and machine accounting purposes.

(2) (3) (¥) oOvligations - Although allotments of obligating
euthority are bedms made at higher levels, each allottee #s delegatggg—
g part of his authority to lower operating levels to expedite the
conduct of operations. Therefore, information must be made available
at the costwcenter level to ensble management to review and control the
use of the obligeting asubhority that has been granted by the Director.
When the Orgenizatlion changes to a costwcontrol basis, obligations by
cost center will be dropped from the report.

(5) Fund expenditures - This column reflects the extent to which
the fund obligations shown in colum(2)have been liquidasted. By
analyzing the difference between these columns, mansgement can check on
unpald bills, undelivered orders, end the validity of unliquidated
obligations.

(6) Total cost - This column reflects the cost of services and

J/prOPerty recorded against the current year authority or limitation as

shown in column(f) The cost column in the current report does not
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reflect true cost (the velue of goods and services consumed during the period)
due to the fact that the accrual aspect of the cost accounting system will not
become effective until 1 July 1959. For exeample, personal services that have
been rendered through the end of the month but have not been paid for are not
now being shown as cost until payment is mede. The accrual aspect will show
unpaid saleries as cost. However, the column does have a value in heaving
operating personnel become feamiliar with cost data and in compering the cost
ageinst total suthorizetion (column 7) to eveluate progress and u-b:‘é:gﬁen' of
resources.

(7) Project/Administrative Limitetion - This column shows the doller
limitation placed by the Project Review Committee or other administrative awthority
on projects, organizational units, or other activit‘ke.'s Its present use is to
enable mansgement to compare the u-‘ha.i{aigvtam of obligating authority as reflacted
in column(@ and the accumulation of costs as reflected in column(6>wi’ch the
approved limitatlion. Through such a comparetive revlew, mensgement 1s enabled
to take action to correct unfevorable trends or to adjust authorities to use
regources. Beginning with i}‘iscal /fea.r 1960, the epproved operating cost budget
limitation will be shown in this column and will serve as the control with which
mansggement will compere accumulated costs.

The Cost~Center Report is the Comptroller's tool of communication to meuagement
for compaerative and decision-meking purposes. Does the report serve your needs?
Only you, the user, can tell the Comptroller. Your comments and suggestione are
welcome at ell times and are especially requested during this developmental

stage.
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